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ABSTRACT

AUTHOR: Branimir Furlan

TITLE: Transparency of Army Expenditures — Fiscal year 1999

FORMAT: Strategy Research paper

DATE: 15 March, 2001 PAGES: 47 CLASSIFICATION: Unclassified

The main goal of this research is to assess the transparency of military spending through the
analysis of Army spending in Fiscal Year 1999. The analysis offers answers on the following
questions: How the National Command Authority (NCA), the Congress, and U.S. citizens
acquire information on the effectiveness of military performance? Were the national security
objectives achieved? Were assigned missions and tasks accomplished? How efficiently was

the money spent?

The subject of this research is the Planning, Programming, and Budgeting System (PPBS), and
budget execution. The transparency and effectiveness of military spending is assessed through
the quantitative and qualitative analysis of required budget execution reports.

The analysis shows that although the reporting system is not completely established, it provides
basic information to the NCA and the Congress about the quality of military performance in
implementing the military strategy, however, there is a lack of a direct relationship between
expenditures and results, and a need for more cost-effective approach. A direct link-up between

the budget execution reporting system and the PPBS process is recommended.

ili







TABLE OF CONTENTS

ABSTRARCT ....oociieremserisnsessesssssmssesesmssssis s sssessssasssssssass st sssnssss s easasasass st snssasssse e smasasasbsssssssse s ssnan s anaananans i
LIST OF ILLUSTRATIONS ..o ssssssssssasssasssssssssssssassssssssssassssasans vii
TRANSPARENCY OF ARMY EXPENDITURES - FISCAL YEAR 1999.......ccoouinmmnennmnnnnmnsssesssnsssenses 1
PLANNING, PROGRAMMING, AND BUDGETING SYSTEM.......cccccrnerivmnimnnnianscnssensens 1
PPBS PROCESS. ... .ot eteteteeee ettt s e sasa s e e b s s ae st e n s sttt 2
BUDGET EXECUTION OVERSIGHT .......ouiiiriereieriesieecesessssesesesseessssssesssessssessssesssss s sassnecsessssnnons 4
FISCAL YEAR 1999 ANALYSIS ......coomiiiiierinstntessmninsnasinnssesssssssennnssasssseassssss sassasassasssassssens 7
1 0 T OO SOOI PR PP PRI 7
ARMY FY1999 BUDGET ...ttt sttt 11
OUTPUTS .ttt bbbt E bbb e bbb e b e bbb s b e R e R R bbbt 13
CONCLUSIONS .......oceiimiriircnccseistnmiaistesssansassnssrssssssassans s ssensassssasassssnassansasssssessnssssnsssans 25
ENDNOTES ...ttt ssss s s sess s sssme s sesssnassssssssssssasssssnsssnsesessses . 29
ABBREVIATIONS ......coecerrcrierssnisnssssssssssnsssssnssssmssneniasssnsssssssssssisssinssssssssssssssssasssssssnsasssessasssassesssssnsenss 33
BIBLIOGRAPHY. ......ccsiinniicssnsisissnsssssssisssisssmsisisississssinsnssssssasssssssnssssssssssssssseasasessssssssssssssssssasssnsinsne 37




vi



LIST OF ILLUSTRATIONS
FIGURE 1. ANALYSIS APPROACH......ccooiiriietineini et 7
FIGURE 2. ARMY BUDGET STRUCTURE ......ccootmiiiiiiriiciietiee e 11
FIGURE 3. CONGRESSIONAL SAVINGS STRUCTURE .........oo.vcommeecesmmeessssenesssesesesseesessesens 12
FIGURE 4. REQUIRED REPORTS ..ottt s 14
FIGURE 5. REPORTING RESPONSIBILITIES.......cccooiiimieeeieee et 14
FIGURE 6. REPORTING DEADLINES ........coimiiiiiiiecicrieete s 14
FIGURE 7. THE ANNUAL REPORT EVALUATION ..o 17
FIGURE 8. ANNUAL REPORT — QDR COMPARISON ..ot 18
FIGURE 9. QAPR — BUDGET COMPARISON ....cc.cciiiiiiiiiiiieeiee e 19
FIGURE 10: BUDGET REALIZATION ......ooiioiiiiitiinineeeeteie et 20
FIGURE 11. ARMY CONGRESSIONAL REPORTS STATUS ... 21
vii




viii




TRANSPARENCY OF ARMY EXPENDITURES - FISCAL YEAR 1999

Every year the U.S. dedicates approximately $275 Billion or 15% of the federal budget for
defense purposes. This represents 3% of GDP. These resources are intended for maintaining
the military power directed by the National Security Strategy, and defined in the Quadrennial
Defense Review and the National Military Strategy. |

How effective is military performance, and how efficiently is the money spent? Those are
questions certainly in minds of people, whose interests are directly connected to defense
spending; the President, who directs and uses military power, the Secretary of Defense, who
defines the defense strategy, the Congress, which appropriates and authorizes military
spending, and finally the U.S. citizen, who pays taxes.

The main goal of this research is to assess the transparency of military spending through an
analysis of Army spending in Fiscal Year 1999. The analysis should give answers to the
following questions: How the National Command Authority, the Congress, and U.S. citizens
acquire information on effectiveness of military performance? Were the national security
objectives achieved? Were assigned missions and tasks accomplished? How efficiently was
the money spent?

The subject of this research is the Planning, Programming, and Budgeting System, including
budget execution. The transparency and effectiveness of military spending is assessed through
a quantitative and qualitative analysis of required budget execution reports.

PLANNING, PROGRAMMING, AND BUDGETING SYSTEM

The Planning, Programming, and Budgeting System (PPBS) is the primary resource
management process in the Department of Defense (DOD). “The ultimate objective of the PPBS
is to provide the operational commanders-in-chief (CINCs) the best mix of forces, equipment,
and support, attainable within fiscal constraints,” for execution of their missions. The purpose of




the PPBS is to produce a plan, a program, and finally a budget for DOD, which will provide
required resources for implementation of policies, priorities, and strategies derived from National

Security Strategy (NSS) objectives.

“The PPBS ties strategy, program, and budget all together. It helps build a comprehensive plan
in which budget flows from programs, programs from requirements, requirements from

missions, and missions from national security objectives”.?

Basic documents which direct the execution of the PPBS are DOD PPBS Directive 7045.14,
DOD Instruction 7045.7, and CJCS Instruction 3100.01A. The DOD Directive and Instruction
define the purpose, objectives, policy, procedures, and responsibilities for the PPBS
implementation. The CJCS Instruction provides policy and guidance for the implementation of
the Joint Strategic Planning System (JSPS)®. The JSPS is a flexible system intended to interact
with other DOD systems, and to provide supporting military advice to the DOD Planning,

Programming, and Budgeting System.*

PPBS PROCESS

The PPBS is cyclic process containing three interrelated phases: Planning, Programming, and
Budgeting. It's a two year process, and involves all levels of the military command structure.
The final goal is developing the budget, which is forward to the President for approval, and then
to Congress for appropriation and authorization. The Budget is developéd for two years in even
years, and updated in succeeding odd fiscal years. A schedule of events in the PPBS process is
developed by the Executive Secretary to the Defense Resources Board (DRB), and is issued

annually.

In the planning phase, the military role and posture of the U.S. is examined and compared with
national security objectives. The focus in this phase is on defining the national military strategy,
planning the balanced military forces to accomplish that strategy, providing the framework to
manage DOD resources consistent with national resource limitations, and providing decision
options to SECDEF in order to help him assess the role of national defense in the formulation of

national security policy.




In the programming phase, the DOD components (Servicés, Agencies, Unified and Specified
Commands) develop proposed programs consistent with the policy, strategy, resources, and
fiscal guidance defined in the planning guidance. These programs reflect analysis of missions
and objectives to be achieved, alternative methods for their accomplishment, and an allocation
of resources. After the programs are submitted, the CJCS provi‘des the SECDEF a risk
assessment, based Sn the capability of forces, and support programs for the U.S. Armed Forces
to execute military strategy. In light of the CJCS risk assessment, the programs are analyzed,
and the SECDEF, also considering other factors, makes decisions on developed issues.

The budgeting phase begins with the development of detailed budget estimates for the budget
year (or years). In this phase DOD components estimate required financial resources for the
accomplishment of approved programs. OSD and the Office of Management and Budget
(OMB)® jointly review the budget estimates, and formulate inputs for inclusion into SECDEF
decision documents. These estimates are approved or revised by the SECDEF in budget
decision documents, and are assembled into a proposed budget submitted to the President.
After finalization of the budget in the White House, the budget is submitted to Congress for

appropriation and authorization.

The appropriation and authorization processes compose the justification process within the
budgeting phase. After the President submits the budget to Congress, the Senate Armed
Services Committee (SASC) and House Armed Services Committee (HASC) conduct
authorization hearings for the various programs. In these hearings the SECDEF, DEPSECDEF,
CJCS, Service Secretaries, and Service Chiefs of Staff, present and defend the budget.
Concurrently budget requests go before the House and Senate Appropriation Committees.
Various subcommittees take on the defense requests, and when they finish their work, reports
are brought before the full committees. When the review is completed, the Senate and House
vote on bills. Differences between the Senate and House versions are resolved in joint
conference. The budget justification process is finished when the President signs the
authorization and appropriation bills for the coming fiscal year.® Enacted into law, appropriations

provide the legal authority to incur obligations and make payments.

The centerpiece of the execution phase is the annual apportionment of budget funds. For this
purpose each DOD component submits its apportionment request. Funds are subsequently

obligated and expended in accordance with apportionment guidance.




BUDGET EXECUTION OVERSIGHT

During execution the SECDEF performs an execution review, which includes the discussion of
objectives, progress, issues, and problems of selected high priority programs. Likewise a
periodic review of major programs and plans is performed by Heads of DOD Components. They
assess progress and identify resource requirements changes. All funds changes are made in
accordance with established reprogramming procedures, and approved by the SECDEF. While
the budget execution is progressing, Defense Resource Board considers DOD component’s
appeals of Defense Comptroller decisions, prepares recommendations to the President, and
provides guidance and recommendations for program cancellation or reduction to meet fiscal

guidance.

Periodic summary status reports are provided to the President, Congress and SECDEF by
OSD, OMB and DOD Components. Status is formulated in terms of total obligation authorities -
(TOA), budget authority, outlays and other data, which provide for monitoring of budget

execution.

Congressional concerns on budget execution are expressed in Defense Authorization and
Appropriation Acts. They require DOD components and the SECDEF to promulgate a series of
reports to the Congress regarding program execution and expenditures. The Under Secretary of
Defense (Comptrolier) is the focal point for all reporting requirements. He assigns report
preparation responsibilities to appropriate DOD components, and prepares a monthly status
report.” The SECDEF performance review is an integral element of this process. According to
the DOD Reorganization Act of 1986 the SECDEF submits to the Congress and the President

an annual report on military performance for the past fiscal year.

According to DOD Directive 5545.2 the Under Secretaries of Defense, CJCS, Secretaries of
Military Departments and Directors of Defense Agencies separately review Authorization and
Appropriation acts, identify requirements and submit required reports. Reports should be
submitted not lather than two weeks before the date they are due to be submitted to the
SECDEF or the Congress®.




In order to meet Congressional requirements DOD components establish internal and/or
interagency procedures in accordance with DOD Directive 8910.1-M. They also periodically
review those requirements and recommend their termination if they no longer serve their
intended purpose, no Congressional use is evident, information to the Congress is available
from other sources, or they outweigh the perceived benefits®. In order to unify reporting policy
and procedures within all DOD components, the Under Secretary of Defense (Comptroller)
issued a financial management regulation'® which implements DOD Instruction 7000.14, “DOD
Financial Management Policy and Procedures”.

The Service Secretaries acquire information on budget execution through different forms. The
Army for example uses two instruments: Quarterly Army Performance Review (QAPR), which
compares program performance with objectives set at the beginning of the FY, and the Army
Strategic Management Plan (ASMP), which assesses how the Army meets objectives set by
SECDEF guidance and the Army Vision. During the year of execution the SECARMY chairs

quarterly meetings to review execution of selected programs.

Quarterly Army Performance Review (QAPR) is an Army’s prescribed mechanism for following
and assessing budget execution. In the QAPR the Army fulfills requirements defined in the
Government Performance and Results Act of 1993, the National Performance Review, the
Government Management Reform Act of 1994, and other acts. QAPR is a direct answer on
Secretary of Army requirements stated in the Army Regulation 1-1. The Assistant Secretary of
the Army for Financial Management and Comptroller is responsible for establishing, directing,
and operating the QAPR."" He defines the reporting structure. Each principal selects the
performance measures he or she believes to be most important for the Secretary of Army. In

addition, SECARMY defines some specific reporting requirements.

DOD pays special attention to the execution of contingency operations and associated costs for
two main reasons. First, contingency operations are a direct military implementation of national
policy, very visible and ‘attractive’ to the Congress and public media. Second, in most cases
they are not predictable and estimated costs can’t be planned in advance. Since the PPBS
process is program oriented, the budget structure is not completely suitable for planning of
these expenses. In order to provide funding and information concerning spending for
contingency operations “the DOD policy requires that controls, accounting system, and

procedures provide a proper identification and recording of costs in financial records incurred in




supporting contingency operations.'? Defense Finance and Accounting Service (DFAS) is
responsible for administering centralized consolidation, billing and reimbursement distribution
functions in support of contingency operations and issuing to reporting activities the necessary
reporting and coding instructions, transmission links, points of contact, and other related

information necessary to ensure accurate and timely reporting of costs.”

Finally, CINCs are responsible for the implementation of the NMS in their designated areas.
They develop Theatre Engagement Plans (TEP). TEPs define their strategies and concepts in
implementing national security goals. From the cost-effectiveness perspective, there is no clear
evidence that CINCs are required to report on TEP execution. Although the CJCS Manual
3113.01A requires some reports on TEP execution, no specific guidance and forms are defined.
Some elements of reporting are included in the TEP format and contents.™




FISCAL YEAR 1999 ANALYSIS

The subject of this analysis are the main documents which define national policy and objectives,
formulate the Army missions and tasks, define its posture and readiness, and provide resources
(INPUTS), and other documents which represent a feedback information about spending of
those resources in achieving assigned missions (OUPUTS). The transparency and
effectiveness of military spending is assessed through the analysis of required reports of budget

execution.
FIGURE 1. ANALYSIS APPROACH
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Were the objectives achieved?
Were the missions and tasks accomplished?
How effective had the money been spent?

INPUTS
Strategic directions and objectives

The National Security Strategy (NSS) sets three core objectives: to enhance American Security
with effective diplomacy and military forces that are ready to fight and win, to bolster America’s
economic prosperity, and to promote democracy abroad. In implementing the strategy the




President determined six strategic priorities. Strengthening the military and diplomatic tools
necessary to meet recognized future challenges is one of those priorities. Maintaining superior
military forces, able to respond to challenges short of war, and in concert with regional friends
and allies, to win two overlapping major theatre wars, is the main objective in order to enhance

national security.'®

The Quadrennial Defense Review Report defines the defense strategy, identifies required
military capabilities, and defines programs and policies. Repeating main directions from the
NSS for the ‘Shape-Respond-Prepare Strategy’ it emphasizes quality of people, ready forces,
and superior organization, doctrine and technology. Special attention is dedicated to
implementing Joint Vision 2010 and new operational concepts. Information superiority, dominant
maneuver, precision engagement, full-dimensional protection and focused logistics are main

elements of future defense capabilities.

According to the National Military Strategy (NMS), the national military objectives are to promote
peace and stability and, when necessary, to defeat the adversary. The NMS describes four
strategic concepts which govern the use of armed forces: strategic agility, overseas presence,
power projection, and decisive force."® The primary purpose of the U.S. Armed Forces is to
deter threats of organized violence against the United States and its interests, and to defeat
such threats should deterrence fail."”” The NMS repeats the military objectives from the NSS and

describes ways and means to achieve them (Shape-Prepare-Respond Strategy).

Missions and tasks

Missions and tasks derived from the NSS, QDR and NMS are:
0 shape the international environment and promote regional stability,

deter aggression and coercion,

0

0 prevent and reduce conflicts and threats,

0 respond to the full spectrum of crises if necessary, and
0

fight and win two major wars simultaneously.




Military tasks:

0
0
0

maintain strong and ready Army,

maintain forward stationing,

continue with defense cooperation, security assistance, training and exercises with allies
and friends, information sharing, participation in arms control and other programs...,

be able to form and lead effective coalitions,

be able to rapidly project and concentrate military power worldwide,

be able to achieve war aims against an adversary which uses NBC weapons, information
warfare, terrorism or other asymmetric means, |

maintain capabilities to protect homeland, forces and critical infrastructure from the full
range of threats,

maintain multi-mission capability for limited strikes, sanction enforcement operations,
peace and humanitarian operations, non-combatant evacuation, counter-drug and
counter-terrorist operations, information operations, and countering WMD,

retain interoperability with other Services, allies and potential coalition partners,

transform the armed forces following Joint Vision 2010 (advanced concepts, doctrine and
organization),

restructure the Army Reserve (conversion of some CS units to CSS roles),

manage OPTEMPO, deployment and personnel transfer to avoid adverse effects on
military personnel and their families,

accelerate Force XXI modernization plan (enhanced battlefield awareness through

information technology),

~ prepare for the future (develop Service vision 2010, invest in science and technology, test

new concepts and capabilities),
provide challenging career options, professional development, medical care, housing,
adequate compensation, and stable retirement system, and

support civilian initiatives in preventing or reducing conflicts.

The Appropriation Act doesn't assign specific tasks to the Army except those for the execution

of a required number of ‘Year 2000° simulated exercises.”® Contrarily, the Authorization Act,

though intended for the authorization of programs, assigns several tasks to the military. Some
examples (SEC. 373, 903, 1066 and 1222):




establish a comprehensive readiness reporting system, NLT January 15, 2000,

establish a task force of the Defense Science Board to examine current DOD organization,
plan, prepare and conduct the program of joint warfighting experimentation,

investigate circumstances which led to grounding of 174™ Fighter Wing, Dec 1, 1995, and

S OO

assess tactical and operational capabilities of new NATO members.

Army posture

The QDR and NMS define the following Army capabilities:
0 4 active corps (6 heavy, 2 light-infantry, 1 airborne, 1 air-assault divisions, 2 armored
cavalry regiments),
0 8 ARNG divisions, and
0 15 ARNG separate brigades.

The QDR directs the reduction of personnel: 15,000 active duty, 45,000 reserve and 33,700
civilians. Transformation objectives are expected to be attained by the end of 2003; the QDR
didn’t directly address specific goals for FY1999. The Authorization Act permits 1,045,226 total
strength of army personnel by the end of FY1999'.

The NMS guides the Army readiness to the state, “sufficient to meet demanding deployment
requirements while seeking sensible management practices that conserve resources and

mitigate the potential negative effects of high operational and personnel tempos.”

Thé Congress expressed concerns about future role and capabilities of the U.S. Armed Forces
in the Authorization Act. It tasked DOD to review and modify policies and doctrines, conduct
experiments and tests, and develop or adapt required procedures.?' It directed the improvement
of militéry capabilities through the authorization of modernization programs (Longbow Hellfire
Missile, Medium Tactical Vehicle, M1 Abrams Tank modification), and required establishment of
a comprehensive readiness reporting system for DOD, which shall measure the capability of
armed forces to carry out objectives and missions prescribed by NSS, QDR and NMS.*

10



ARMY FY1999 BUDGET

Army resources for the execution of plans and programs in 1999 were determined by the
Military Construction Appropriation Act and Department of Defense Appropriation Act for Fiscal
Year 1999, enacted by the Congress on 17 October 1998 (Military Construction Appropriation
Act was not a subject of this research).

The total Army Budget was $62,624,248,000 or 24,9% of Defense Budget (military construction,
and base realignment and closure not included). It has to be recognized that the stated budget
doesn’t represent an exact amount of financial resources for FY1999, because some funds
remain available after the end of current FY (procurement, research and development). The
Authorization and Appropriation acts, though very detailed and comprehensive documents?,

don’t give the answer on overall authorized spending in FY1999.

The Appropriation Act provides provisions and limitations on specific spending with the
emphasis on international obligations (UN, NATO, bilateral agreements), protection of domestic
production, military transfers by sale or grant, specific operations (counter-drug, peacekeeping),
and real-estate matters. In some cases guidance is extremely detailed, and expressed the very

narrow focus of Congressional concerns.?*

FIGURE 2. ARMY BUDGET STRUCTURE
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In order to reflect savings, the Congress in sections 8108, 8134, 8135 and 8136 of the
Appropriation Act reduced the originally authorized Defense Budget by $1,096,200,000 or
0.43% of total $251,516,340,999 (military construction not included). The Army funds were
reduced by $225,700,000 or 0.36%. The Congress proportionally reduced the budget for all
Services and the share of Defense Budget between Services remained the same. Savings were
derived from revised economic assumptions, favorable foreign currency fluctuations, and
reduced prices of bulk fuel. In fotal the Army budget was 0.4% lower than expected by the

Department of Army.?®

FIGURE 3. CONGRESSIONAL SAVINGS STRUCTURE

DEFENSEWIDE ARMY
15% 21%

AIR FORCE NAVY

34% MARNE 28%
CORPS
2%
TOTAL: $1,096,200,000

The Defense Authorization Act authorizes appropriations for FY1999. It establishes tight
Congressional control over defense expenditures. The 395 [!] pages set prescribed directions
and constraints for military, and defense related spending. It is a guide for FY1999 not only for
DOD but also for Department of Energy, and Department of Transportation. The commissioner
of Customs and Secretary of Commerce can find their role and obligations there too.
Congressional budget concerns are expressed in a very detailed way and in many cases don’t
permit independent decisions or freedom of action for DOD components.?®

The Authorization Act directs the execution of military programs and activities with the emphasis
on modernization programs, readiness, warfare capabilities, quality of life, health care,
professional development of military personnel, preparedness of defense system for year 2000,
relations with Russia and China, proliferation of WMD, and the U.S. nuclear stockpiles. It is

savings-oriented and requires DOD conduct several cost-effectiveness analysis and surveys on

12




the execution of different programs in order to reduce expenditures. Besides, it tasks the

SECDEF to notify the Congress before approving expenditures of selected programs.

Although the Authorization Act is intended to authorize programs, it is an impression that the
Congress uses it sometimes for exercising authorities not apparently granted by the

Constitution. This is evident in those sections where the Congress directs domestic (economic)

and foreign policy, sets objectives of some military programs and directly influences the conduct

of military operations.?” Moreover, the Congress uses it for defining elements which are usually
prescribed by military regulation and related documents.?® Finally, through the Authorization Act
the Congress publishes statements which are not directly connected to appropriated funds,
however they express concerns or attitudes regarding national policy®. In conclusion, the
Authorization Act is more than pure authorization of programs. It comprises also elements of
national domestic and foreign policy, elements of military regulations, and it prescribes military

objectives and tasks.

OUTPUTS
Reporting requirements

The Congress and the President receive Budget execution information through the Annual
Report and number of specific reports required by Appropriation and Authorization Acts. The
Authorization and Appropriation Acts for FY1999 require 132 reports from DOD.* Most reports
(96 or 72.7%) are the direct responsibility of the SECDEF. The Comptroller shares reporting
responsibilities with 15 or 11.4% of all reports. It is interesting that Comptroller is required
several times to review SECDEF’s reports or plans, and sends reports on those reviews directly
to the Congress, which implies his relatively independent status within the DOD.

Required reports cover almost all areas of military spending, however the Congress focuses its
attention on modernization programs, military capabilities, quality of life, effectiveness of military
missions, foreign relations (Russia, China, NATO), preparedness for year 2000 and nuclear

capabilities.

13




FIGURE 4. REQUIRED REPORTS
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FIGURE 5. REPORTING RESPONSIBILITIES
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The Congress expected most of reports in the first half of year 1999. January, February and

March 1999 require quite a lot of DOD effort to fulfill obligations. For 24 reports_(18%) Congress

didn’t determine an exact deadline; a due date for those reports is related to execution of some

action or the occurrence of some event.

FIGURE 6. REPORTING DEADLINES
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Annual Defense Report to the President and the Congress

The Annual Defense Report to the President and the Congress 2000 for the FY‘1999 fulfills the
requirements of the Department of Defense Reorganization Act 1986. In this report the
SECDEF evaluates the military performance, capabilities and readiness. Assessing past and
present military status and operations, he describes strategy and plans for future challenges
and improvements in specific areas where requirements or deficiencies have been recognized.

At the beginning the SECDEF, in his message, describes how DOD pursues the strategy
developed in NSS and QDR, according to his priorities. He evaluates what had been done, and
how DOD and military forces are prepared for the future. He addresses some areas of specific
interest (quality of life, modernization, transformation, DOD performance etc.). He concludes
that all objectives were met and the U;S. has “the most lethal, most versatile, best-equipped,
and best-trained forces on earth; and we have a defense program that ensures our forces will

maintain their superiority in the new century.”’

The report is divided into six parts. In Part | the SECDEF gives an overview of the Defense
Strategy repeating main goals and missions derived from NSS, NMS and QDR. He depicts
military requirements for achieving those goals. The weakness of this part is that readers don't
get direct answers as to whether or not required capabilities exist.*? The writing style is more
appropriate for a study or policy document than for a report. A majority of statements are in

conditional or future tense form (must, should, will...).

Part Il describes present force organization, performance, capabilities, and readiness. It gives
answers about ‘shape-respond-prepare’ strategy requirements. The structure and style enable
readers to acquire a clear, concise picture about the fulfillment of military missions and tasks. It
answers the following questions:: What had been done? Where are we now? What is to be
corrected or improved? What are future plans? Negative trends are anticipated, and required

measures are suggested.

In Part Il and IV the SECDEF describes how the Armed Forces and DOD are preparing for
future challenges. Well structured, and in a precise way he leads us from anticipated future
environment and threats, through goals and requirements to planned actions. Readers can

acquire information about what has already been done, what is in progress, and what is to

15



happen in the future. From the budget analysis perspective these two parts are probably the

best quality, or what a money-oriented reader expects.

Part V, brief and detailed, depicts FY 2001 Defense Budget and Future Years Defense

Program.

The last part of the report consists of the Secretaries of the Services reports. The Secretary of
Army evaluates the past and present Army performance, and capabilities in meeting NSS and
NMS objectives. He addresses FY1999 and gives main figures about Army Funding; what the
Army received and not what was spent [f]. Contrarily, the Secretaries of Navy and Air Force

don’t mention FY1999 expenditures at all.

Additional information on past and present military performance and expenditures can be found
in appendixes. Most of them, especially personnel reports, directly address the Congressional
requirements. Appendix |, Government Performance and Results Act, and appendix 'L,
Resources Allocation, directly evaluate FY1999. Both appendixes are, from the budget
expenditures point of view, the most valuable parts of the Annual Report. They give some
answers in goal-achieved-spent form. Unfortunately, appendix L, which addresses Defense
Authorization Act for FY1999 requirements, is not completed.® It was submitted separately to
the President of the Senate and Speaker of the House of Representatives in Jun, 2000 and it is

not available for public dissemination.*

Appendix L provides a year-by-year comparison of DOD funding and manpower allocated to
mission and infrastructure®®, and DOD manpower in management headquarters and
headquarters support activities. Data in this appendix actually doesn’t give an answer on
spending for different missions because it shows WHO spends money, and not WHY (what

mission).*®

A comparison of the document structure between the Annual Report and the QDR shows that
the Annual Report basically follows the QDR structure. Though the structures of both
documents are not the same, information on QDR implementation can be obtained.

In general, the Annual Report gives a comprehensive and detailed review of present national

security and defense strategy goals, military requirements to achieve those goals, an evaluation
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of past and present military performance, capabilities and readiness, and describes future plans.
The NCA and Congress can acquire information on fulfillment of military missions and tasks.
Most of the specific requirements from the Authorization and Appropriation Acts are addressed,
though sometimes the information needs to be extracted. However, program execution and
FY1999 expenditure evaluation, which are certainly important Congressional concerns, are not
presented at an expected level. Finally, the Annual Report could be shorter if it was not so goal
and future oriented, and less instructive.

FIGURE 7. THE ANNUAL REPORT EVALUATION
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Quarterly Army Performance Report (QAPR)

Through the goal-achievement-expenditure analysis, the QAPR provides concise information on
Army’s program execution and expenditures in FY1999. It consists of eight chapters. In each

chapter, principals of designated Headquarters agencies present an evaluation of a particular

group of army budget expenditures.
A comparison between the QAPR structure and budget structure shows that the QAPR is

structured according to missions and functions, and it doesn’t directly match the budget

structure. Different offices address and assess effectiveness and efficiency of program funds
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within the same budget category. Assistant Secretary of Army — Financial Management and

Comptroller, evaluates overall budget execution.

FIGURE 8. ANNUAL REPORT - QDR COMPARISON
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Established metrics provide unambiguous information on selected goal achievement.
Deficiencies and shortfalls are clearly recognized. The QAPR directly addresses some
Congressional requirements expressed in Defense Authorization or Appropriation Acts. The
weakness of the QAPR is that the metrics and selection of data for reporting, though directed by

the Comptroller, is not prescribed, and is not necessarily connected to implementation of QDR

or SECDEF planning guidance.

In general, the QAPR is a comprehensive, qualitative document which provides visibility and

transparency of Army expenditures. Supported by figures, it gives an answer on achievements
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in the past, and an assessment of progress and future development. It is a tool for the Army
leadership, as it could be for the NCA and the Congress, to acquire information on Army
performance and budget execution. However, it gives a status of expenditures through the
planned-actual expenditure analysis. A significant difference between planned funding and
those, appropriated by the Congress for the FY1999, exist; planned funding are 17.79% higher
than appropriated if only four main budget groups (Personnel, Procurement, Operations and
Maintenance, Research and Development) are compared. A difference of $11,140,752,000 is

significant.

Planned-actual analysis shows that the realization of FY1999 budget was 97.8%, while
appropriated-actual analysis says it was 115.2%; close look shows that the main difference is in
funding for operations and maintenance. Information on how much money and why the Army
spent it in past fiscal year is clear, and whether it was within planned expenditures or not, but

there is no exact answer on execution of the appropriated budget.

FIGURE 10: BUDGET REALIZATION
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Congressional reporting requirements

The Congress required 132 specific reports on military activities or expenditures for FY1999.
The Army keeps record on the requirements it is responsible to submit. According to the Army
document FY1999 Army Congressional Reporting Requirements37, the Army was assigned 70
reports. For each report a responsible division within Department of Army, due date, and action
officer was identified. The document also gives information on current status.

An analysis of the record for FY1999 shows that 46 reports (65.7%) had been submitted to
Congress as required. For 14 reports, the status is ‘still working’, though the record was printed
on February 5, 2001. It can be assumed that those reports were submitted, however this also
unveils some kind of negligence regarding selected reporting requirements; the record is not as
up-to-date as expected. There is no evidence of any work on 10 reports (14.3%). It is an
impression that the Army prioritizes reporting requirements and doesn’t submit reports which

are not granted special Congressional attention.

FIGURE 11. ARMY CONGRESSIONAL REPORTS STATUS
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Contingency Operations Cost Report -

According to DOD Financial Management Regulation 7000.14-R, the Defense Finance and
Accounting Service in Denver, Colorado, provides information on contingency operations
increment and billable costs. The report is submitted monthly to CJCS, under Secretaries of

Defense, and DOD component Comptrollers.

The Contingency Operations Costs Report provides detailed information of incremental costs of
each operation. The reporting structure enables a comprehensive overview of costs for each
DOD component and DOD in total, related to each particular operation. It gives a direct answer
concerning the price of implementing national policy through the employment of U.S. military
around the world. Unfortunately, the document is not available to the public and it is not clear
whether or not it is submitted on a regular basis to the NCA and Congress.

Public access to budget information

Analysis of government-owned pages on the Internet shows that the American citizen can
easily obtain information about military expenditures and acquire quite clear pictures why and
how the tax-money was spent. They have the opportunity to get familiar with the Army Posture
Statement, President’s Budget and Defense Budget for particular fiscal year, and the Defense
Authorization and Appropriation acts. Information on budget execution is available through
Annual Report to the President and Congress, with the previously mentioned limitations.

The Office of the Management and Budget (White House) even offers a Citizen’s Guide for the
Federal Budget where everybody can obtain some information on what the budget is, where the
money comes from and where it goes, how the budget is created etc. The Economic Report of
the President is available for those, who are interested in federal expenditures, but it doesn’t
offer much data about defense expenditures; it addresses only defense industry and total
government consurhption expenditures and gross defense investments, federal receipts,

outlays, deficit and debt.

The House Armed Services Committee on Congressional Internet pages offers legislative
materials (bills, committee reports, conference reports etc.), reports on national security and

military readiness, and miscellaneous reporting materials. In addition, special reports like the
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bombing of Khobar Towers in Saudi Arabia 1996, or military operations in Kosovo are also
available. With the exception of budget appropriations and some reports, all crucial information
related to budget execution and military readiness are protected and not available for public.

Information on The Army Budget is available on the Army Public Affairs home page. Readers
can find planned activities and expected expenditures for maintaining Army readiness, providing
quality of life and force realignment, modernization, construction, management initiatives,
working capital fund, and the environmental program. They can acquire an answer on why,
where, and how much will the money be spent in particular fiscal year. |

It can be concluded, that the Internet enables everybody to acquire a detailed picture on military

expenditures and their relation to national security objectives.
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CONCLUSIONS

The PPBS system is by definition a management tool for resourcing of the U.S. military. It
consists of three, coherently linked phases that define national goals and the military strategy,
assign the military mission and posture, and provide for required financial resources. It is a
logical, well documented, and organized system. Concerns about military expenditures are
expressed at the NCA, Congressional and DOD levels of authority, however, the feedback
information on military spending is not inherent to the PPBS process. Budget oversight is not a
part of the established system though some elements of such a system do exist: prescribed
forms and procedures, defined requirements, and assigned responsibilities. Those elements are
present in different forms at different levels of the organizétion. Some important information
doesn’t reach the NCA and the Congress. It can be recognized that the feedback on military
spending, with the exception of program execution evaluation, is not an element for the

leadership in defining the future budget.

Before entering into conclusions about the value ahd utility of feedback, the information about
starting point — the budget, must be clear. While strategic directives and requirements are well
documented, and precisely transformed to military missions, capabilities and readiness, it is not
clear, how much money exactly is available in particular fiscal year. The logical step in
searching for an answer is an analysis of the Defense Appropriation and Authorization Acts.
Unfortunately this is not enough, because the military also spends previously appropriated
funds, and there are aiways delayed or transferred bills from the previous fiscal year. The
difference between appropriated funds and outlays is significant. It is an impression that nobody
outside DOD can obtain the real information about the amount of money to be spent in a fiscal

year.

On the other side, when the real number of available funds is hard to obtain, it is very clear how
it is to be spent. It seems here, that the Congress exaggerates its role, when sometimes
exercising authority not necessary granted by the Constitution. The Defense Authorization Act is
not only a very narrow and framed guidance for the military leadership in allocating appropriated
funds, but it also consists of some elements which by definition don’t have the place in this
document — foreign policy, public statements, objectives of military programs etc.
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Execution ovérsight is dedicated a lot of attention within the military command structure, the
NCA and the Congress. Reporting procedures are established, requirements are defined and
forms are generally prescribed. The Congress has a leading role in expressing the budget
execution concerns, requiring over one hundred reports per fiscal year. Those, with other
reports, required by the SECDEF or Service Secretaries, cover the whole spectrum of defense
activities, from military performance and readiness, execution of selected programs, to
contingency operations and some important events or activities. This is a comprehensive,
detailed overview of the past fiscal year, but quantity instead of quality is presented; reports give
a scattered picture, some pieces of the puzzle are missing. Finally, some important data are not

available to all who need them for exercising their legal authorities.

The basic weakness of the reports is that the status and performance analysis is generally not
performed from the budget perspective. Closest to this requirement are the Quarterly Army
Performance Report and Contingency Operations Cost Report, which through established
metrics give quite a clear picture of Army expenditures. They provide visibility and transparency
of Army budget. Unfortunately, both documents are not submitted on regular basis to the
Congress. It is a paradox that the Congress overwhelms the DOD with reporting requirements,
and then it doesn’t receive reports which can satisfy a lot of its concerns.

How effective the budget execution is in maintaining and enhancing the military readiness, and
warfighting capabilities, and whether the progress is evaluated through the cost-effectiveness
analysis or not, can be analyzed in future research. Since these reports are classified they were

not a subject of this research.

It can be concluded that though the reporting system is not completely established, it provides
basic information to the NCA and the Congress about the quality of military performance in
implementing the military strategy. General information on execution of missions and tasks,
readiness level, and military capabilities can be obtained. However, there is a lack of a direct
relation between expenditures and results, and a need for more cost-effectiveness approach.
From the U.S. citizens’ point of view, military expenditures are transparent; basic information is

available in public media.

A general recommendation is that the DOD, with the consultation of the President and the
'Congress, establish a joint budget execution reporting system, which will provide transparency
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of military expenditures through the whole DOD structure. A system, which through the cost-

effectiveness analysis will provide a feedback input to the PPBS process.

Some selected improvements are possible in following areas:

¢
0

perform a cost-effectiveness analysis of TEP execution,

adapt the reporting structure and metrics for the QAPR with more influence of military
leadership,

equalize appropriations with outlays in the Appropriation and Authorization Acts,

include several Congressional reports to Annual Defense Report, and

reduce the Annual Report and make it more budget effectiveness oriented.

WORD COUNT: 6279
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expenditures in FY99, some are related to surveys and studies with due in 2000 and beyond
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readers can find this answer by themselves at the end of report. An answer is expected though
the report is unclassified.

% “Final ﬁgufes were not available as of this report’s publication date. Appendix L, in its
entirety, will be provided to Congress under separate cover as soon as it is available.” / Report
of the Secretary of Defense to the President and the Congress, L-2.

% Department of Defense, “Annual Report to the President and the Congress. Appendix
L: Resources Allocated to Mission and Support Activities”, Memorandum to the Congress,
(Washington D.C., 29 Jun, 2000).

% The term ‘infrastructure’ actually means all support activities, and includes following
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